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Manufacturing Strategy 
One of the striking events of the eighties in the field of management is the increase in attention paid to the 
role of manufacturing and technology in the determination of a firm’s competitive position. Traditionally, 
corporate policy and strategic decisions were defined on the basis of a financial and marketing analysis of 
the company’s strengths, weaknesses and competitive environment. The contribution of the technology 
function and more in particular the production and operations function was often limited to 
implementation and a marginal adaptation of a course set by financial and marketing considerations. 
Some of the world’s excellent competitors have, however, developed over recent years an arsenal of 
strategic weapons which are derived from a better deployment of the physical assets and the operations 
and systems of the company. 
The significance of operations and manufacturing to the strategy of the company is twofold. It relates to 
how manufacturing processes provide a company with a distinctive advantage in the market place 
(through, for example, a shorter delivery time, a higher volume or design flexibility or a higher reliability) 
and how manufacturing processes allow a company to compete on a product with different performance 
characteristics. Hayes and Wheelwright (1) define a manufacturing strategy as one of the equals among 
other functional strategies (marketing/sales, research and development and financial/control,) which 
support, through a consistent and actual pattern of decisions, the competitive advantage sought by the 
overall business strategy. A manufacturing strategy is not necessarily one that promises maximum 
efficiency or engineering perfection, but one that fits the needs of the business, that strives for consistency 
of structural decision categories. That is, it is involved in the determination of capacity levels, the type 
and location of facilities, the choice of process technology or the extent of vertical integration. Also it is 
involved tactical decision categories, e.g., the characteristics of the workforce, the management of quality, 
the flow of materials and the manufacturing organization with the competitive position pursued by the 
business unit and the corporation (2). 
A growing number of stimulating papers and book based on a limited number of clinical case studies and 
experience have recently tried to convey the message of what a manufacturing strategy consists of, and 
how it should be implemented. (1) (3) (4) (5). The survey on which this paper is based attempts to analyse 
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the formulation and implementation of a manufacturing strategy among large European manufacturers. 
Here we will focus in particular on the strategies as they are developed in the large European regions. 
Other results based on the date of this survey have been reported elsewhere (6) (7) (8) (9). 
 
The Survey 
Since 1983 INSEAD has administered an annual survey of large European manufacturers on their 
manufacturing strategy. Similar surveys are administered in Japan (Waseda University) and the United 
States (Boston University). This paper reports on some of the results of the 1985 European survey, and 
includes some references to previous years. 
The questionnaire includes questions around four themes, the identification and characteristics of the 
business unit, the concerns which senior manufacturing managers perceive, the priorities they choose to 
compete in the near future, and the actions they intend to invest in in the next two years. 
The underlying model of the questionnaire is given in Diagram 1. The competitive priorities chosen by 
senior manufacturing managers for the firm’s manufacturing function are determined by what the firm 
stands for and what the managers are concerned about. The concerns themselves are, of course, a 
consequence of strategic options and competitive choices. Therefore the arrows between these two boxes 
indicate more an interactive process than a linear relationship. The same is true for the identification data. 
What a business unit is, is also a consequence of the strategy it has chosen to pursue. The competitive 
priorities will be translated into a number of action plans and investments. In principle, the actions and 
investments will lead to results which will change the business unit and consequently the identification 
data, and which will revise new concerns, reducing or increasing the existing ones. The questionnaire 
does not address thoroughly the element of results, and this for a number of reasons. Most of the business 
units belong to a larger organization, and have not a well-adapted accounting system which allows them 
to separate the results due to a consistent manufacturing strategy from the effects due to marketing, 
financial or other strategic efforts. Secondly, there is always the question of lead time between actions and 
results, and as long as this lead time is not well defined, it would be useful to correlate the results in one 
year with the actions taken one, two or three years before.  
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In 1985 163 European manufacturers responded to the questionnaire. Table 1 shows the breakdown by 
country. Table 2 shows the breakdown by industry. Although these numbers do not suggest any 
representativeness for European industry as a whole, they suggest that the sample is not biased towards a 
particular country or industry. 
Table 1: Survey Respondents by Country 
COUNTRY  ABSOLUTE NUMBER OF 
RESPONDENTS  
RELATIVE NUMBER OF 
RESPONDENTS % 
1. Great Britain 33 20 
2. Germany 31 19 
3. France 21 13 
4. ltaly 19 12 
5. Netherlands 19 12 
6. Spain 12 7 
7. Belgium 11 7 
8. Denmark 5 3 
9. Switzerland 5 3 
10. Sweden 3 2 
11. Ireland 2 1 
12. Austria 1 1 
13. Finland 1 1 
 
Table 2: Survey Respondents Classified 
GROUP INCLUDES 
1. Electronic and instruments  
22 Respondents 
- instruments for consumers industrial applications 
- video and audio equipment 
- communications equipment 
- electronic components 
- computer hardware manufacturers 
2. Chemicals  
36 Respondents 
- pharmaceuticals 
-bulk and specialty chemicals 
- petrochemicals 
- paper mills 
- pesticides 
3. Machinery  
28 Respondents 
- machinery manufacturers 
- materials handling equipment 
- machine tools 
- power equipment 
- motors 
4. Electromechanical Assembly  
34 Respondents 
- automotive assembly 
- suppliers to automotive assembly 
- machine parts 
- electromechanical household appliances 
5. Consumer non-durables  
25 Respondents 
- food products 
- tobacco 
- paper products for consumer market 
Total responses for other industries    18 
Total sample 163 
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The units from which the respondents answered are quite large. Last year’s average sales amounted to 
US$ 276 million and the average employment was 2059 people. 
Manufacturing is important to these units. Indeed manufacturing costs amounted to about 68 per cent of 
the overall sales of the business unit (Table 3). 
Table 3: Manufacturing Costs 
 Germany France Italy UK Benelux Total 
Manufacturing costs as % 
of sales 
65.7 71.8 71.1 65.2 72.5 68.9 
Breakdown of 
Manufacturing costs 
Raw materials 
Direct labour 
Energy 
Overhead 
 
 
57.4 
14.0  
4.1 
22.5 
 
 
50.4 
20.9 
5.3 
18.7 
 
 
 
62.5 
15.6 
5.4 
16.3 
 
 
51.5 
13.7 
6.9 
29.1 
 
 
46.8 
19.4 
13.0 
21.6 
 
 
53.3 
16.3 
7.2 
22.8 
 
Manufacturing Costs 
The short term crisis faced by European manufacturers in the early 80’s seems to be subsiding. Three 
years ago, when the survey was administered for the first time, one out of three manufacturers reported a 
loss for that year. Two years ago the ration was one out of four. Last year (fiscal year 1984) only one out 
of 10 reported a loss. This is a remarkable recovery for these large units, and is to a large extent due to an 
increased utilization of their production capacity, which was reported to be utilized during last year at 80 
per cent. 
Manufacturing costs as a percentage of sales vary slightly between the different countries, but are not 
statistically different from each other. Looking at the breakdown of manufacturing costs over four broad 
categories, one sees that raw materials are the most important component, manufacturing overheads the 
second most important, and direct labour only third. 
This ranking is the same for the four countries and one region (Belgium, The Netherlands and Luxemburg) 
for which the breakdown was calculated individually. Some interesting differences in emphasis appear 
however. The United Kingdom has, relatively speaking, the highest overhead costs. Italy has a high 
relative raw material cost. The relative costs of direct labour are the highest for the Benelux countries but, 
nowhere, more than one fifth of the total manufacturing cost. In comparison to previous years this is a 
clear decrease. 
Concerns: 
To indicate their concerns, the manufacturing managers were offered a choice of 34 items covering issues 
in materials utilization and flow, capacity utilization, labour management, quality, the development and 
introduction of new technologies, and soon, the respondants could add more. In Table 4 the ten most 
important and five least important concerns for each of the five countries or regions are given in order of 
importance. 
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Table 4: Ten Highest and Five Lowest Concerns of Manufacturing 
Germany France Italy UK Benelux Total 
Producing to 
high quality 
standards 
New products on 
schedule 
High or rising 
material costs 
High overhead 
costs 
Low indirect 
labour 
productivity 
Poor sales 
forecasts 
Government 
regulations 
Qualified line 
super-wars 
Qualified 
workers 
High or rising 
inventories 
High or rising 
material costs 
High or rising 
inventories 
High overhead 
costs 
Yield problems, 
rejects 
Low indirect 
labour 
productivity 
Introducing new 
products on 
schedule 
Aging plants 
Poor sales 
forecasts 
Producing to 
high 
quality standards 
Inability to 
deliver on time 
High overhead 
costs 
High or rising 
material 
costs 
Poor sales 
forecast 
Excess MFC 
capacity 
Long lead times 
Producing to 
high 
quality standards 
Inability to 
deliver on time 
High or rising 
inventories 
New products on 
schedule 
Communications 
with other 
groups 
Producing to 
high quality 
standards 
Introducing new 
products on 
schedule 
High overhead 
costs 
High or rising 
material costs 
Poor sales 
forecasts 
Yield problems, 
rejects 
Low indirect 
labour 
productivity 
Too many 
engineering 
changes 
Aging plant 
Excess MFG 
capacity 
High overhead 
costs 
Introducing new 
products on 
schedule 
Producing to 
high quality 
standards 
Qualified line 
supervisors 
High or rising 
inventories 
Availability of 
qualified line 
supervisors 
High or rising 
material costs 
Poor sales 
forecasts 
Inability to 
deliver on time 
Communication 
of needs to top 
Manufacturing 
to high quality 
standards 
High or rising 
overhead costs 
High or rising 
material costs 
Introducing new 
products on 
schedule 
Poor sales 
forecasts 
Low indirect 
labour 
productivity 
High or rising 
inventories 
Inability to 
deliver on time 
Long production 
lead times 
Yield Problems, 
rejects 
Inappropriate 
accounting 
methods 
Communication 
of needs to top 
management 
Inappropriate 
capital 
budgeting 
methods 
Large/complicat
ed plants 
Voluntary direct 
labour turnover 
Communication 
of needs to top 
management 
Inefficient 
materials control 
system 
Insufficient 
manufacturing 
capacity 
Inappropriate 
capital 
budgeting 
methods 
Voluntary direct 
labour turnover 
Absenteeism 
Inappropriate 
capital 
Budgeting 
methods 
Voluntary direct 
labour turnover 
Availability of 
qualified 
workers 
Insufficient 
MFG capacity 
Inappropriate 
capital 
budgeting 
techniques 
Direct labour 
absenteeism 
Large/complicat
ed plants 
Insufficient 
MFG capacity 
Voluntary direct 
labour turnover 
Inappropriate 
accounting 
methods 
Aging workforce 
Insufficient 
MFG capacity 
Voluntary direct 
labour turnover 
Inappropriate 
capital 
budgeting 
methods 
 
 
 
 
The overall picture of these lists of concerns suggests the following. Achievement of high quality 
standards in manufacturing is a most important concern. This concern is closely followed by concern over 
costs of inventories and indirect labour productivity. Introduction of new products on schedule has been 
an important concern in the past and seems to have become ever more important. It has moved up from 
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the fifth to the fourth position. This is furthermore illustrated by the concern about long production lead 
times. There are of course some differences between the individual countries, though the overall picture 
remains more or less the same. 
German manufacturers show their greatest concern over quality. They are the only ones to have 
employee-related concerns in their shortlist: the availability of quality supervisors and workers seems to 
worry them. Least important is labour turnover and the complexity of the plants. 
Concern number one to the French is the costs. Material costs, rising inventories which increase working 
capital requirements, overhead costs, yield problems, labour productivity are all high on their list of 
concerns. Some of these costs concerns are probably due to the age of the production facilities. 
Quality of the product or quality of their service (e.g. the reliability of the delivery) comes only in second 
priority. 
Italy has the same concerns about costs, but here it seems more related to the underutilization of 
manufacturing capacity. 
The United Kingdom emphasizes the introduction of new products and the excess number of engineering 
changes. Flexibility in product design is clearly of concern to the British respondents. 
For the Benelux countries attention can be drawn to the concern about the communication of needs to top 
management. Coming from senior manufacturing managers this might indicate a lack of interest of top 
management in manufacturing as a strategic tool. 
 
Competitive priorities 
Most manufacturers in our sample seem to be focusing their attention on performing better in their existing 
markets. 65 percent of all respondents said that they planned to put a high emphasis on increasing their 
share of the existing markets in the next five years and even more (71 per cent) stated that they would 
significantly emphasise development of new products aimed at their existing markets. The pattern is 
almost identical to the ones which were observed in the last two years. 
To succeed, the great majority believe that the key success factor is the ability to produce with consistent 
and reliable quality. Running a close second and third are high performance products and dependable 
delivery promises. Other factors such as the ability to make fast deliveries and the ability to offer after-
sales service get low rankings in the last three years. Most European manufacturers in our sample 
continue to emphasise the need for improvement of performance on quality and delivery ahead of costs. 
The differences between the individual countries and regions are small. France and Italy seem to 
emphasise to a larger extent low prices as a competitive priority. This is consistent with the results of 
previous years which showed that French companies, though pursuing high quality, try less to compete on 
high performance than on price. This competitive priority is clearly in line with the concerns as they were 
described above. 
With exception of the UK and French companies, rapid design changes come fairly low on the list. 
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This is in great contrast with the results of the Japanese survey, where this competitive priority is only 
second to the pursuit of low prices, which are really a symptom for the drive for low costs. Maybe in 
contrast to what one would expect, consistent quality comes only third. Does this mean that the Japanese 
consider their competitive advance on their world competitors, in terms of quality, Sustainable enough to 
pay attention to rising costs, or to create a new advantage out of design flexibility? 
 
Action programmes 
These competitive priorities lead to a number of action programmes. 37 action programmes were listed in 
the questionnaire and the respondents could indicate on a five point scale to which extent they would 
emphasise these action programmes currently on during the next two years. The respondents could add to 
the list though these programmes differ of course from company to company from industry to industry, 
some interesting general conclusions can be drawn from Table 6. According to this table, the “average” 
manufacturer in our sample working on information systems, is automating and reducing the size of the 
workforce, has specific programmes to motivate the remaining direct workforce, is working on vendor 
quality and reexamining its overall manufacturing strategy. Although this average manufacturer does not 
really exist, it gives us a good vehicle to indicate some differences between the countries or regions in 
Europe. 
a. Hardware and information systems come clearly at the top of the action list of the German 
manufacturers. Automation will be investment number one, and together with the improvement of vendor 
quality, the reduction of production lead times, and the introduction of CAM and computerised 
information systems, among them production and inventory control systems. This will have to 
compensate for the shortage of qualified workers and support the goal of high performing good quality 
products. Trying to do this by increasing the range of tasks of the workers is clearly not the most 
important action. Finally the German respondents seem to be pleased with present production capacity. 
b. French manufacturers will invest more in people. Direct labour motivation, supervisory training and 
quality circles come high on their list of actions. They do not, however, forget about automation. To some 
extent one can also hypothesize that the French respondents react more positively to recent fashionable trends 
in manufacturing e.g., zero defects, quality circles and set-up time reduction. Each of these programmes can 
have a considerable return for French industry if they become more than slogans. The French respondents too 
seem to be pleased with their present production capacity. 
c. The Italian respondents emphasise the need to reorganize their manufacturing facilities. Automation, office 
automation and reducing the size of the workforce all point in that same direction. The high ranking of CAD 
might be also an indication of their interest in reorganizing the design function. There is some inconsistency 
between their emphasis on direct labour motivation and their unwiIlingness to give their workers more 
planning responsibility. 
d. The British respondents emphasise different accents. Improvement of material flow seems to be one of their 
major action programmes. The emphasis on production and inventory control, the attention paid to vendor 
quality and to purchasing management are consistent with a concern which could be derived from the high 
importance of material costs. Although direct labour motivation comes only tenth, again there is some 
inconsistency with the low interest in giving workers more planning responsibility. 
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Finally, consistent with the interest in rapid design changes, are concerns about engineering changes. One sees 
here, as in the German case, a continued interest in the development of new processes for new products. How 
the attention paid to the materials flow and the interest in new processes will be shaped into a manufacturing 
strategy is high on the list of priorities of the UK respondents. 
e. The Benelux countries emphasise the development of a manufacturing strategy which is based on the use of 
information systems, the motivation of direct labour and the development of good quality. Automation of jobs 
does not mean to them necessarily the introduction of robots; which is on the short list of non-important action 
programmes. On this short list we find also value analysis, which shows a limited interest in the improvement 
of existing products. 
Table 6: Ten Most and Five Least Important Action Programmes 
Germany France Italy UK Benelux Total 
Automating jobs 
Vendor quality 
CAM 
Lead time 
reduction 
Integrating info 
systems 
Integrating info 
across functions 
Manufacturing 
reorganisation 
PICS 
New processes 
for new products 
Supervisor 
training 
Direct labour 
motivation 
New processes 
for new products 
Zero defects 
Supervisor 
training 
Automating jobs 
PICS 
Quality circles 
Improved 
maintenance 
Reducing set up 
times 
Integrating 
manufacturing 
info systems 
Direct labour 
motivation 
Vendor quality 
Reducing size of 
the workforce 
Manufacturer 
reorganisation 
Office 
automation 
Automating jobs 
Integrating MFG 
info systems 
Supervisor 
training 
Integrating info 
systems across 
functions 
CAD 
PICS 
Defining a 
manufacturing 
strategy 
Vendor quality 
Automating jobs 
Integrating info 
systems 
Integrating info 
systems across 
functions 
New processes 
for new products 
Purchasing 
management 
MPG 
reorganisation 
Direct labour 
motivation 
 
Integrating MFG 
info systems 
Direct labour 
motivation  
Integrating info 
across function 
PIGS 
Defining a MPG 
strategy 
Supervisor 
training 
Automating jobs 
Statistical 
quality control 
(product) 
Statistical 
quality control 
(process) 
Quality circles 
Integrating MFG 
info systems 
Automating jobs 
Direct labour 
motivation  
PICS 
Vendor quality 
Supervisor 
training 
Integrating info 
systems across 
functions 
Developing new 
processes for 
new products 
Reducing size of 
theworkforce 
Manufacturing 
reorganisation 
 
Giving workers 
a broader range 
of tastes 
Capacity 
expansion 
Closing plants 
Reducing size of 
manufacturing  
 
New processes 
for old products 
Give workers 
more planning 
responsibility 
Reducing size of 
MPG units 
Plant relocation 
 
Reducing size of 
manufacturing 
units 
Closing plants 
Capacity 
expansion 
Give workers 
more planning 
responsibility 
Reducing size of 
manufacturing 
units 
Capacity 
expansion 
Give workers 
more planning 
responsibility  
Closing plants 
Value analysis 
Reducing size of 
manufacturing 
units 
Introducing 
robots 
Plant relocation 
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Conclusion 
Manufacturing strategy has become an important weapon in global competition. Until recently most of 
the literature about it was based on case-studies and experience. The Manufacturing Futures Survey tries 
to study the definition and development of a manufacturing strategy on the basis of a large sample. In this 
paper the results for the 1985 campaign were summarised and split up into four large European counties 
and one region. Although the average European, German, English, Italian, French or Benelux 
manufacturer does not exist, the description of this “average” behaviour, indicates how companies cope 
with slightly different environments and how this is reflected in their action and investment programmes 
for the next two years. 
 
References 
1.  Hayes R.H. and Wheelwright S.C., (1984), Restoring our Competitive Edge, J. Wiley & Sons, New 
York. 
2.  Skinner W., (1969), Manufacturing - Missing Link in Corporate Strategy, Harvard Business Review, 
May-June 1969, pp. 136145. 
3.  Hill. T.J., (1983) Manufacturing’s Strategic Role, Journal of the Operational Research Society, vol. 
34, no. 9, pp. 853-860. 
4.  Gudnason C.H., and Riis J., (1984), Manufacturing Strategy, Omega, vol. 12, no. 6, pp. 547-555. 
5.  Ferdows K., (1982), Technology Push Strategies for Manufacturing, Tijdschrift voor Economic en 
Management, vol. 28, no. 2, pp. 125-137. 
6.  Ferdows K., Miller J.G., Nakane, G., Vollmann T.E., (1985) Evolving Manufacturing Strategies in 
Europe, Japan and North America, Insead Working Paper No. 85/07, Fontainebleau. 
7.  Ferdows K., De Meyer A., (1985), Towards an Understanding of Manufacturing Strategies in 
Europe, Insead, Fontainebleau. 
8.  De Meyer A., (1985a), Defining a Manufacturing Strategy - A Survey of European Manufacturers, 
Proceedings of the First World Congress on Production and Inventory Control Vienna, May 1985. 
9.  De Meyer, A., (1985b), Large European Manufacturers and the Management of R&D, Insead 
Working Paper no. 85/13, Fontainebleau.
 
